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INCREASE BORROWING POWER OF COMMODITY CREDIT 
CORPORATION TO $10 BILLION 


THURSDAY, JULY 15, 1954 


Houser ON REPRESENTATIVES, 
COMMITTEE OM BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Jesse P. Wolcott, chairman 
of the committee, presiding. 

Present: Messrs. Wolcott (chairman), Talle, Kilburn, Widnall, 
Betts, Mumma, MeVey, Merrill, Oakman, Stringfellow, Van Pelt, 
Spence, Brown, Rains, Multer, Deane, Dollinger, Bolling, Hays, 
O’Hara, and McCarthy. 

The CHatrMAN. The committee will come to order. 

We have before us this morning H. R. 9756, a bill to increase the 
borrowing power of the Commodity Credit Corporation. 

(The bill referred to is as follows:) 


(H. R. 9756, 83d Cong., 2d Sess.] 
A BILL To increase the borrowing power of Commodity Credit Corporation 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 4 of the Act approved March 8, 1988 
(52 Stat. 108), as amended, is amended by striking out ‘$8,500,000,000” and 
inserting in lieu there of ‘‘$10,000,000,000"’. 

Sec. 2. Section 4 (i) of the Commodity Credit Corporation Charter Act (62 
Stat. 1070), as amended, is amended by striking out ‘$8,500,000,000" and 
inserting in lieu thereof ‘S10,000,000,000"’. 

The CratrMaNn. This bill increases the borrowing power of the 

Commodity Credit Corporation from $8.5 billion to $10 billion. 

We have with us Mr. True D. Morse, Under Secretary of Agriculture 
and President of the Commodity Credit Corporation. 

Mr. Morse, you may proceed as you desire. 

Mr. Morse. Thank you, Mr. Chairman. I have a statement 
which, if agreeable, I will read, in order to present our views. 
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STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY ROSS RIZLEY, ASSISTANT 
SECRETARY OF AGRICULTURE; JAMES A. McCONNELL, AD- 
MINISTRATOR, COMMODITY STABILIZATION SERVICE; WALTER 
C. BERGER, ASSOCIATE ADMINISTRATOR, COMMODITY STA- 
BILIZATION SERVICE; PRESTON RICHARDS, DEPUTY ADMINIS- 
TRATOR FOR PRICE SUPPORT, COMMODITY STABILIZATION 
SERVICE; ROBERT P. BEACH, DIRECTOR, BUDGET DIVISION, 
COMMODITY STABILIZATION SERVICE; ROBERT L. FARRING- 
TON, SOLICITOR, DEPARTMENT OF AGRICULTURE; JOSEPH 
WHEELER, BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 


Mr. Morse. Current estimates reflecting the July 9, 1954, crop 
report indicate that the Commodity Credit Corporation may have to 
utilize all or more than its present borrowing power of $8.5 billion to 
carry out existing commitments for price support for 1954 crops and, 
at the same time, carry the investment resulting from 1953 and 
prior-crop) price-support operations. Further, there appears the 
strong probability that available borrowing power may not be suffi- 
cient to enable the Corporation to operate until Congress returns in 
January 1955. 

Accordingly, we have requested that the borrowing power of the 
Corporation be increased to $10.0 billion before the current session of 
Congress is adjourned, so as to provide a margin of safety to assure 
continuance of operations. 


DEVELOPMENTS SINCE BORROWING POWER LAST INCREASED 


There have been a number of important developments since Con- 
gress approved the increase in CCC borrowing power to $8.5 billion 
in March 1954 which will have a definite bearing on the demands 
against the financial resources of the Corporation. These include the 
following: 

1. Prices of farm products which had held relatively stable for 16 
months within a range of 15 points, declined sharply from May to 
June of this year. A seasonal decline was expected, but was more 
than anticipated. Relatively stable farm prices are expected for the 
rest of the vear. 

2. The decline in exports of farm products appears to have been 
checked, and some increase over exports last year has occurred. 

3. Another big crop is in prospect. Most of the wheat and other 
small grain crops have either been harvested or are far enough ad- 
vanced to be certain of good yields. A big hay crop has largely been 
harvested. 

4. Reductions in cotton, corn, and wheat allotments did not cause 
any appreciable diversion of acreage out of crops. The total crop 
acreage planted is 99.7 percent of that for 1953 and the estimated 
acreage to be harvested is 100.3 percent of that for 1953. 

5. There has not yet been developed a practical plan for disposing 
of butter, cheese, and dried nonfat milk without involving large costs 
and losses. The present outlet for dried milk will not be available 
beyond this summer because of possible serious interference with 
other protein feed markets. 
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6. Larger percentages of the 1953 crops of several major commodi- 
ties were placed under price support than expected. In several in- 
stances the percentage was higher than ever before. 

7. A larger proportion of the commodities placed under price sup- 
port was acquired in most instances than in past years. This situation 
reflects the fact that as supplies build up, more of the total production 
goes into the price-support program, less redemptions are made and 
more commodities are acquired by the CCC. At the same time, 
domestic sales of inventories held by the CCC decline. 


UNPREDICTABLE FACTORS MAKE MARGIN FOR SAFETY NECESSARY 


Once a price-support program on a commodity has been announced, 
the Commodity Credit Corporation is in the position of having made 
an open offer to make loans or purchases at the applicable support 
price on any eligible quantity of the commodity which may be pro- 
duced in a crop year. For the major crops, for which the larger part 
of the borrowing power is used, the level of support prices applicable 
to 1954-crop price-support operations are those fixed by existing law. 
Once a crop is produced, the Corporation has no control over the 
quantity that may be offered to it for price support. 

There are a number of unpredictable and uncontrollable factors 
which govern the proportion of a total crop which is placed under price 
support, such as the size of the crop, export trends, prices of related 
commodities, and general business conditions. Similarly, there are 
many unpredictable factors governing the extent to which it will be 
possible to reduce the Corporation’s investment resulting from prior= 
year operations. 

For these reasons, it is not possible at any time to make accurate 
advance estimates of either the total amount of the Corporation’s 
‘ borrowing power that will be in use or the timing of its use. This is 
particularly true before or at the beginning of & new-crop season. 
These characteristics of the Corporation’ s operations make it extremely 
important that the borrowing power of the Corporation not only be 
sufficient to assure ability to meet all anticipated obligations, but also 
large enough to provide a margin for possible circumstances not now 
predicted but which may occur. 

The timing of each of the major transactions affecting the use of 
borrowing power—particularly loans, purchases, repayments and 
sales—is affected by so many intangible factors and is so subject to 
rapid change that it is necessary that the total borrowing power be 
sufficiently large to cover any temporary bulges in total obligations 
that may occur. For example, a new crop report or a change in the 
weather affecting the outlook for a major crop can have an immedicate 
effect on the normal seasonal variation in prices and thus on the 
volume of price-support loans requested by farmers. This, in turn, 
immediately affects the amount of borrowing power it is necessary 
for the Corporation to use. Similarly, a large number of different 
factors can affect the timing of sales of inventories and collection of 
repayments on loans. 

An indication of the rapidity with which the use of borrowing 

ower can increase was the experience during the period August— 
ecember 1953. During that 5-month period, the Sonnewing power 
in use increased by $2.5 billion. 
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In July 1953, we had estimated that the increase during the August- 
December period would be $1.2 billion, or less than half that which 
actually occurred. Our current estimate indicates that borrowing 
power in use will increase by between $1.2 and $2 billion during the 
comparable period ending December 31, 1954. 


CURRENT STATUS AND ESTIMATES OF FUTURE REQUIREMENTS 


As of May 31, 1954, the CCC had in use $6.1 billion of its borrow- 
ing power of $8.5 billion. It is estimated that $6.4 billion was in 
use as of June 30, 1954. When projeciions were made in December 
1953, preparatory to requesting the increase to $8.5 billion, it was 
estimated that only $5.6 billion would be in use as of June 30, 1954. 
Thus, the Corporation will begin 1954-crop operations with $846 
million less available borrowing power than estimated at the time the 
increase to $8.5 billion was discussed. 

This reflects larger quantities of major commodities under CCC 
loan or held in CCC inventories on June 30 than anticipated last 
winter due primarily to large portions of the 1953 crops placed under 
support, was a result of unfavorable price relationships. 

For example, it is now estimated that as of June 30, 1954, CCC funds 
were invested beyond expectations as follows: 105 million more 
bushels of wheat; 900,000 more bales of cotton; 100 million more 
pounds of tobacco; 35 million more bushels of grain sorghums; and 
167 million more pounds of butter. 

There were other less important commodities in which the estimate 
was short and there are several on which the estimate was high. The 
latter include linseed oil, cheese, dried milk, soybeans, and some other. 

In addition to having $846 million less borrowing power available 
at the beginning of the current fiscal year than was earlier anticipated, 
our current estimates indicate that at least $900 million more borrow- 
ing power will be required to cover operations during the fiscal year 
1955 than was anticipated. 

This amount reflects larger amounts of loans and purchases and more 
carrving charges than expected. 

While our estimates in June anticipated a considerably heavier 
demand on the CCC’s borrowing power for 1954-crop operations than 
previously estimated, the crop report released on July 9, 1954 in- 
dicated an even heavier demand will be made. 

This report indicated for corn practically no reduction in the total 
acreage, a near-record yield and the second largest crop of record. 

It indicates a record yield per acre for wheat, barley, and rye and a 
near record yield for oats and dry beans. 

It indicates larger acreages than at any time since the 1947 crops 
for rice, flaxseed, sorghums, and soybeans. Overall, it indicated a 
volume of crops in 1954, virtually as large as in 1952 and 1953 and 
only abovt 3 percent less than the 1948 record. A record all-crop 
yield is expected. 

Current planted acreage estimates are 2.9 million acres above the 
March prospective plantings report. This outlook, combined with 
the large stocks of most of these commodities now overhanging the 
market, make it apparent that the volume of price-support loans 
and purchases necessary to carry out the commitments on 1954 
crops will be extremely heavy. 
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Using the production estimates contained in the July 9, 1954, 
Crop Report, and assuming a continued stable general price level, 
it is estimated that the peak use of borrowing power in the current 
fiscal year will be at least $8.4 billion in January 1955. Assuming 
(1) record vields per acre on crops for which the July 9 crop report 
does not predict record yields, (2) at least as large a percentage of the 
total crop placed under CCC loan as has been placed under price 
support in the past, and (3) general economic and farm price con- 
ditions resulting in less repayments on loans and sales of inventories 
than anticipated, the use of borrowing power could reach $9.8 billion 
in January 1955 and could exceed $8.5 billion in November. 

If circumstances are such that the timing of loans and purchases 
cause more borrowing power to be used earlier in the marketing 
season for major crops than has been the historical pattern, the 
peak use of borrowing power might be approached before January 
1955. With such a narrow margin of existing borrowing power over 
the smaller peak use indicated above, and with the large deficiency of 
borrowing power available to meet the larger possible peak estimated, 
it is apparent that an increase in borrowing power is necessary before 
the present session of Congress adjourns. 

Accordingly, it is strongly recommended that the increase in the 
borrowing power of the CCC as proposed by H. R. 9756 be approved 
to assure the ability of the Corporation to carry out the existing com- 
mitments of the Government with respect to price support for 1954 
crops. 

The Cuarrman. Mr. Oakman. 

Mr. Oakman. Are these estimates based upon existing rigid or 
flexible price supports? 

Mr. Morse. It is the 1954 crops that are involved in this present 
operation, and of course the law is definite on that. 

Mr. Oakman. As it is? 

Mr. Morse. Yes, sir. 

Mr. Oakman. But this law expires when? December 31, 1954? 

Mr. Morse. Yes, sir; it is effective only through the 1954 crop. 

Mr. Oaxman. You do not forecast anything beyond January, as a 
problem now. Your problem is through January? 

Mr. Morse. This is dealing with the 1954 crop effects. 

Mr. OakMan. That is all over by the end of January? 

Mr. Morse. No, it runs well into next year. 

Mr. OaxMan. Into calendar 1955? 

Mr. Morse. Into the early part of 1955. 

Mr. Oakman. It could be though that you would have to be back 
here next January, conceivably. We hope not. 

Mr. Morse. The pattern is that we normally pass a peak of require- 
ment sometime in late winter or early spring, and then until the 
wheat crop starts coming in, the new wheat crop, which would be the 
1955 crop, there would be some drawdown of capital in use. Repay- 
ments and sales after the peak of input usually are sufficient to reduce 
the use of borrowing power near mid-year under the commodity 
credit operation. 

Mr. Oaxman. The other question I had, Mr. Morse, is this: how 
much new farm storage capacity are we providing for this year? 

Mr. Morsr. Commodity Credit Corporation is providing about 
200 million bushels of additional storage for CCC-owned stocks. 
49996—54 
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Early this year, to take care of the small grains, we added a hundred 
million, and since then we have authorized an additional hundred 
million looking toward the fall-harvested crops. 

Mr. OAKMAN. So there will be a total increase on farm storage of 
approximately 200 million bushels in calendar 1954? 

Mr. Morse. That is an increase in the Commodity Credit Corpora- 
tion owned bin capacity. 

In addition we have a guaranteed occupancy program, which will 
provide close to 200 million bushels—that is, guaranties have been 
already extended and we have reopened the program for further 
contracts. 

Also, as you know, we are making use of storage in idle ships, which 
provides storage for about 74 million bushels. 

Mr. Oaxman. Thank you. 

Mr. Brown. Mr. Chairman. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Mr. Secretary, what is the acreage reduction on basic 
crops? 

Mr. Morse. There is no acreage reduction of the corn crop. 

Mr. Brown. I know, but there is a considerable reduction on cotton 
and wheat. 

Mr. Morse. Yes. But apparently on corn, enough farmers are 
going to forego price supports and maintain, or in some cases expand, 
their corn acreage, so that we will have about the same corn acreage 
as we had in 1953; on wheat, there will be a 20.5 percent reduction 
from 1953 harvested acreage, according to the estimates; on rice, it 
is estimated the average will go up 12 percent to 112 percent of last 
year’s acreage; on cotton, it is estimated there will be a reduction of 
20.9 percent; on peanuts, the acreage will go up a little less than 2 
percent. 

Tobacco will be down one-tenth of 1 percent—virtually the same 
as last year. 

Mr. Brown. Cotton and wheat are the only items on which there 
is a reduction? 

Mr. Morse. Yes, sir. 

Mr. Brown. That is all. 

Mr. Ratns. Mr. Chairman. 

The Cuarrman. Mr. Rains. 

Mr. Ratns. Mr. Morse, I notice in the report prepared by the 
President’s Council of Economic Advisers that the prices received by 
farmers declined 4 percent during the month of June, ending June 15? 

Mr. Morse. Yes, sir. 

Mr. Rarns. I assume that is the reduction in price received by 
farmers to which you referred in your statement? 

Mr. Morse. Yes, sir. 

Mr. Rats. I notice also that while prices declined, the parity ratio 
declined to 88, which is the lowest, I believe, since 1942. What effect 
will that decline in parity ratio have on Commodity Credit? 

Mr. Morse. It is difficult at this point to know. It will probably 
cause farmers to tend to put more commodities under loan. 

Mr. Rains. If the continued decline for the farmer takes place—and 
prices continue to go up for the consumer—to what can that be attrib- 
uted? The continued decline in prices to the farmer, and the upward 
trend in prices to the consumer? 


INCREASE BORROWING POWER OF CCC 7 


Mr. Morse. May I first say that we still feel that the price for 
farm commodities has probably been pretty well stabilized. This 
seasonal decline was expected in June, but, as I indicated in my 
prepared statement, it was more than was anticipated. 

As we look ahead, we do not anticipate that there will be further 
major declines. 

In fact, after the heavy crop movement is cleared, there should be 
some recovery, as there was last year. 

On the cost side, there has been some reduction from the peak, 
and a 2-point decline from May to June. 

However, as you know, when costs get built into industries that 
supply agriculture, it is very hard for them to be brought down. 

Mr. Ratns. I noted somewhere the other day that the dollar at 
present was the most inflated dollar in history. Does that enter 
into the consumer cost, and the low prices to farmers? 

Mr. Morstr. It enters into the general price level; ves, sir. 

Mr. Rarns. In answer to Mr. Brown’s question, I believe you 
stated that cotton acreage has been decreased 20 percent? 

Mr. Morse. Yes, sir. 

Mr. Ratns. Do you anticipate any drop in cotton prices for this 
fall, in the light of the parity ratio, and the present price level? 

Mr. Morse. That is going to depend to a very sizable extent on 
exports, and the export trend has been encouraging. We think that 
much of the accumulated world stocks of cotton apparently have 
been moved, and the outlook is for maintained exports, at least. 

Further, of course, there is the matter of the crop yield, on which 
the prospects so far are favorable. Unless there is an abnormal 
change in the present indications, we would expect these two factors 
working together, to fairly well maintain cotton prices. 

Mr. Brown. What about the dairy production this year? Do you 
expect production to increase or decrease? 

Mr. Morse. There has been some decline in production recently, 
and it has come earlier than anticipated. The peak of dairy produe- 
tion usually comes later than it has this year. Production turned 
down early. 

Mr. Brown. The sale of dairy products is much reduced now, is 
it not? 

Mr. Morse. There has been some increased sales, as near as we 
can determine, as a result of the-——— 

Mr. Brown. Well, I mean the price is lower than it has been for 
some time, is it not? 

Mr. Morse. Yes, sir. 

Mr. Hays. Will you yield? 

Mr. Brown. How would you aid the dairy producers? They are 
losing money. 

Mr. Hays. They are. 

Mr. McCarrny. Mr. Chairman, would the gentleman yield? 

Mr. Rarns. I yield. 

Mr. McCarrtuy. I understood you to say that you thought prices 
had stabilized, yet you said that the seasonal line had dropped lower 
than should have been anticipated. 

It seems hard for me to reconcile the two statements. If the 
prices had stabilized, it seems that the seasonal line should have been 
normal, yet you have indicated that it is abnormal. 
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Mr. Morse. Yes, sir. You cannot determine trends by month-to- 
month variations. Juneis1 month. If there is any trend developing, 
we would need more than 1 month’s experience to pick it up. 

Mr. McCarruy. Then there is no certainty that prices have stabi- 
lized? The fact that the seasonal trend is not normal would be 
evidence, it seems to me, of lack of stability, rather than stability, 
as you conclude. 

Mr. Morse. That is 1 month’s record against 16 months. That 
is the point. We give much more weight to 16 months of stability 
as against | month, and especially a month where you expect a seasonal 
down trend, 

Also, we ivave great confidence in the growing stability of the 
economy at large. That is the dominant factor in controlling the 
general level of prices of farm products. 

Mr. McCarruy. In the course of the debate on the farm bill—and 
1 think these are facts that were given to us here when you appeared 
earlier this year—it was stated that the prices the farmers were 
actually receiving for wheat were running about 82 percent of parity, 
and in the ease of corn, about 80 percent of parity. 

Mr. Morse. Yes, sir, in that neighborhood. 

Mr. McCarruy. If the 82% to 90 percent flexible program is 
adopted and put into effect, will 1t, in your opinion, be so administered 
that, the price of wheat to the farmer will go up to 82% percent, and 
the price of corn up to 823s percent, or do vou expect that there will 
be a comparable lag, as there is now, between 90, down to 82 and 80, 
a lag from 8245 down to 75 or 78 of parity? 

Mr. Morse. I would not expect a comparable lag. The 80 and the 
82 were set in the open market. There is nothing that I would see 
in the present outlook, with our large livestock and poultry numbers, 
and the demand for feed, that would cause us to anticipate that the 
open market prices would be materially affected. 

Mr. McCarray. You expect that the prices which would be paid 
to the farmer will remain about the same as they are now, 82 and 80? 

If that is the case the flexibility of the program will not mean 
anything, will it? 

Mr. Morse. It will tend to encourage the use of more of the 
products, and the sale of some of the products by people who other- 
wise would store them under Government loans. 

Mr. McCarrny. If it does that, the price to the farmer will have 
to go down, will it not? 

Mr. Morse. There may be some lowering of prices. 

Mr. MecCarruy. If the flexible principle is going to be effective, 
you will have to have a lag or a dropping off below 82 percent. If 
you establish prices at 82!) percent of parity the price of wheat and 
corn would have to be increased, in one case by | percent and the 
other case by 215 percent. 

Mr. Morsn. In the case of corn, farmers who under a 90-percent 
support plan have in some instances been inclined to store corn and 
take the price support, and later turn it over to Commodity Credit 
Corporation, under flexible supports would be more inclined to feed 
hogs, for instance, or poultry, or market it through some kind of 
livestock. 

Mr. MeCarrny. 1 would like to have the opinion of the Depart- 
ment of Agriculture as to what effect the adoption of the 825 percent 
parity is likely to have on the prices received by the farmer. 
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Mr. Morse. I would like to have our economists examine that 
further. The opinion I have expressed is an offhand expression, and 
I would like to have the probable effeéts studied further. 

Mr. SrrRINGFELLOW. Mr. Secretary, you have spoken of 82% percent 
of parity. That is just the floor which was placed under the parity 
structure, in the House, is it not? It was to be flexible between 824 
percent and 90, as I understand. 

Mr. Morse. That is right. 

Mr. Hays. It always hits the floor. 

Mr. SrRINGFELLOW. That is not my understanding. What about 
the advantage wheat has under the old parity? 

Mr. Morse. The price support, under present law, would continue 
to be based on the old parity which would give wheat the advantage 
it now has. 

Mr. STRINGFELLOW. Yes, sir, about sixteen points. Even if sup- 
ports were at 824, it would still be above 90 percent of modernized 
parity. 

We have heard a great deal of debate, Mr. Secretary, during 
recent weeks, concerning the losses that Commodity Credit Corpo- 
ration has sustained during the life of its operation. 

Do you have anything with you this morning that would show what 
the Commodity Credit Corporation actually lists with regard to 
operational losses? 

Mr. Morse. There is a difference between the costs of price-sup- 
port programs, the total costs, and the costs of stabilization programs, 
and the losses which show in the accounting for the Commodity 
Credit Corporation. 

Mr. Beach is getting the figures here, and I would ask him to deal 
with that question because it gets into accounting, with which he is 
more familiar than I am. 

Mr. Beacu. Sir, there are two sets of information which may have 
caused some confusion. One is the cost of CCC price-support pro- 

rams as reflected on the books of the Commodity Credit Corporation. 

hat cost reflects the operations of the Commodity Credit Corporation, 
only as a corporate entity. 

Now the costs that relate to programs designed to stabilize prices 
and farm income, which are carried out through other means that 
the CCC as a corporate entity, are not included in that total figure 
which shows up in the CCC records, because CCC keeps its own 
books as a separate corporation. 

The Department has issued a statement which shows, by years, 
over the period beginning in 1932, a summary of not only the Com- 
modity Credit Corporation’s cost of price support programs, which 
is the first figure I mentioned, but also the cost of other programs de- 
signed to stabilize farm prices or income. Those statements were 
inserted in the record of the hearing at the time this committee con- 
sidered the increase to $8 billion. 

We have here the Commodity Credit Corporation report through 
May 31, 1954, which could be made available if desired. 

Mr. Srrincrettow. Mr. Chairman, I ask consent that the latest 
figures be inserted as part of the record. 

The CuarrMan. Can the figures which have been put in in our 
previous hearings be brought up to date? 
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Mr. Beacu. Yes, sir. The CCC figures are now available through 
May 1954. 

jb CuairMAN. Without objection they may be inserted in the 
record. 

(The information referred to is as follows:) 

The net realized loss sustained on the CCC price-support programs from organ- 
ization of the Corporation in October 1933 to May 31, 1954, was $1,374,825,203, 
exclusive of overhead expense and net interest expense. 

Mr. Merrit. Mr. Chairman. 

The Cuatrman. Mr. Merrill. 

Mr. Merritt. To come back to the purposes of this bill, as I under- 
stand it, there is absolutely no discretion on your part. You must 
buy everything that is offered. 

Ir. Morse. As long as eligible, yes, sir. 

Mr. Merrity. That is what I mean. You have no discretion. 

Mr. Morse. That is right, sir. 

Mr. Merriti. Now the function of a price support program is not 
necessarily to buy the commodities. It is a means by which you hope 
to keep the general market level up, as I understand it. You keep 
the general market level up by keeping the surplus commodities that 
would break the market off the market by buying them, is that right? 

Mr. Morse. Yes, sir, you are quite right. It is for market stabili- 
zation. It is called a stabilization service. 

Mr. Merrity. Now if, for any reason, if because you do not have 
enough funds to continue the purchasing of commodities, or if for any 
reason you cannot continue to buy all of the excess that is offered to 
you, the result would be that you would have an extra hundred million 
bushels of wheat, let’s say, on the market, and the effect of that extra, 
over and above the needs, would be to collapse the whole wheat market, 
would it not? 

Mr. Morse. It would tend in that direction, sir. 

Mr. Merritt. So that unless we give to the Commodity Credit 
Corporation enough lending authority actually to take up all of the 
commodities that are eligible and offered to it, it is not just a matter of 
pinching the program a little, but a matter of destroying the program 
almost completely, is it not? 

Mr. Morse. It could work in that direction, because it is the little 
extra, often, that overly depresses the total market. 

Mr. Merritt. That is right, as in the case of oil, it is not the 
hundred thousand gallons that you have storage for, that you are 
not using, that worries you, but it is the extra 1,000 gallons of oil, 
for which you have no storage, is that not right? 

Mr. Morse. That is right. 

Mr. Merriuu. That little extra is the thing that breaks the market. 

Mr. Morse. It tends to have an undue effect on markets, when 
you move into a surplus situation. 

Mr. Merritu. The point I am trying to make is that unless we give 
the Commodity Credit Corporation, much as we may abhor the 
extra borrowing authority, unless we give the Commodity Credit 
Corporation the extra money that is needed here, it is not just a 
matter of pinching the program a little by the amount that we refuse 
to give them, but is is actually putting the total program in jeopardy 
and losing the effect of all the money we have spent to date, am [. 
right in that? 
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Mr. Morse. Yes, sir. 

Mr. Mutter. Will you yield, Mr. Merrill? 

Mr. Merritu. Yes. 

Mr. Mutter. There must be something wrong with this theory 
that is being enunciated by you and agreed to by the Under Secretary. 
Let me quote from page 5 of the Agricultural Committee report this 1 
sentence or 2—that is on this year’s agricultural act. 

Net farm income has declined 13 percent in the last 2 years, while other sections 
of our economy have achieved new records. 

If the purpose of this program is that which you have enunciated 
and which the Under Secretary agrees with, why has farm income 
dropped 13 percent, and prices to the consumer continued to go up? 

Mr. Merritu. For one thing—maybe I am wrong and the Secretary 
might answer it better—for one thing in the past they did not provice 
adequate storage facilities for wheat. And so while you had on tlie 
books a program that provided for the removal of the excess to support 
the market, there was no place to put the wheat and it could not be 
stored, and therefore we did have the market glutted with wheat. 
That is one of the things, I think, that caused the market price, the 
free market price, to be below the support price. Am I right on that, 
Mr. Secretary? 

Mr. Morse. Yes, in general that has entered into it. 

A great deal of the price decline has been in commodities that in 
some instances were above 90 and 100 percent of parity. Beef cattle 
prices, for instance, were up very substantially; I think to over 130 
percent of parity, for a time—and they have come down; they have 
entered into the total 13 percent decline. Hog prices, more recently, 
have been up in the 120 percent to 130 percent of parity range. 

Mr. Mutrer. But the overall picture is precisely as stated in this 
report, there has been a net farm decline of 13 percent in 2 years, while 
other sectors of our economy have achieved new records, and while 
achieving those new records, the consumer is paying more. There is 
something wrong with the program somewhere. If the theory written 
into the law is right, then there is something wrong with the admin- 
istration. If the administration is right, there is something wrong 
with the law. 

Mr. Merritt. I think the administration agrees with you, there is 
something wrong with the program, and that is what we are trying to 
correct. 

Mr. Hays. I will tell you what is wrong with one segment of the 
program. 

Mr. Merritt. I realize we could argue the farm program over 
again here. That was not my intention. The point I am trying to 

et clear in my mind is this: If we are going to keep a farm program 
Sone going bankrupt, we have no choice but to increase the authoriza- 
tion of the Commodity Credit Corporation at this time; have we? 

Whether we agree with the program or not, if we are going to keep 
this program from going bankrupt, we have no choice at the present 
time as to whether we are going to increase the authorization of Com- 
modity Credit Corporation or not. It is either, increase it, or bank- 
rupt the program; 1s that not right? 

Mr. Morse. Yes, you would run the risk of that. The mere fact 
that there is this standby authority to make these loans, backed up 
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with adequate borrowing power, gives farmers confidence in the 
market. They proceed knowing that there is this standby authority 
that can be used if they wish to take advantage of the support program. 

Mr. Merri.u. Since to exceed the borrowing authority would just 
be a catastrophe, so long as we are going to keep this program in 
effect, and since you point out here that ir January we might get to 
the $9.8 billion, do you think—goodness knows I to not want to go 
any higher, but do you think in view of that figure that a $10 billion 
authorization is a safe figure? 

Mr. Morse. We would feel so at this point. As you know, we are 
placing great emphasis on marketing. We are attempting to develop 
foreign markets. We have had special missions abroad. We are 
working on their reports, and we hope that the further we go the 
more control over the situation we will get. More strength will be 
injected into the market. We hope that we would not have to come 
back for more borrowing authority. 

Mr. Merrity. But am I right, or am I overemphasizing the serious- 
ness of running out of credit? 

Mr. Morse. Not at all. And I assure you it is with great reluc- 
tance that we are asking for the additional authorization. 

Mr. Merritt. Even under the present situation you think $10 
billion is adequate? 

Mr. Morse. Yes, sir; at least, may I add, until Congress is back 
and has time to get into its work again. 

Mr. Merritt. That is what I mean; ves. 

Mr. Mumma. You say until Congress gets back? 

Mr. Morse. Yes, and has time to get into its work; we will then 
know what we will have in the way of new legislation going beyond 
1954 crops. 

Mr. Mumma. Do you indicate by that that you will not be back for 
more? 

Mr. Morse. No, but we will also know by then the size of the crops 
for this vear. 

Mr. Hays. You would not want to say that you will not be back. 

Mr. Merriti. Excuse me, I have the floor. 

Mr. Tate. Will you yield for a moment? 

Mr. Merritt. I yield. 

Mr. Tauue. I observe from looking at the report, Mr. Morse, that 
you are very optimistic about this year’s crop. 

Mr. Morsr. Yes, sir. The July 1 crop report is the basis for that, 
and it shows a very favorable crop prospect. 

Mr. Tate. I wanted to ask you, on that very point: over the years, 
have you found that your crop reporting has been quite accurate? 

Mr. Morse. Yes, sir; there have been some exceptions to that, and 
I believe Congress at one point interested itself in the matter; but in 
the main, and for most of the crops, the crop reports have been quite 
accurate. 

There are obviously needs for adjustment through the season, de- 
pending upon weather developments, but even with those adjustments 
the surty crop reports give a good indication of the probable outcome. 

Mr. Tauue. I have seen, for instance, in North Dakota, a beautiful 
stand of Durum wheat in the milk stage. Then 2 or 3 days of hot 
winds will cook that wheat, and what vou thought would be a bumper 
crop will turn out to be nothing but chaff. 
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Therefore an estimate at a point in time can be very wrong. 

How widely wrong would depend upon the importance of the area 
of course, in which the damage occurs. Yesterday it was reported to 
me that the oat crop in the Middle West, in one area,.was simply being 
burned up by intense heat. So I am wondering whether vour crop 
reporting is sufficiently up to date so that vou can pretty well depend 
on it, or whether or not the weather in these last few days may have 
made your crop reporting estimates wrong. 

Mr. Brown. In the Southeast 2 or 3 weeks ago they thought they 
would have a bumper grain crop. Now they do not think they will 
make very much. 

Mr. Merritz. Dr. Talle, would vou agree, when you think of the 
importance of the program, that the Department has to figure on the 
maximum demand? 

Mr. Tatue. Oh, ves. 

Mr. Merrity. Because if they do not figure on the maximum, if 
they run out of money, this program will collapse. 

Mr. Tatur. Oh, ves, | certainly agree, and I am not arguing 
against the bill. I am in favor of the bill. 

I am, however, interested in knowing, on the basis of experience, 
how accurate crop reporting has been, and how accurate it is now. 

Mr. Morst. The crop reports have been surprisingly accurate. 
Some crops go down in vields in some areas, and at the same time vou get 
increases elsewhere. While some areas will tend to go below earlier 
estimates, vou have increases in others. But through the vears, there 
has been a good record for the crop-reporting service. 

Mr. Taute. What means of communication do you employ for 
getting the data on crop reports? 

Mr. Morss. We have reporters throughout the United States that 
report regularly, 

In addition, there is a crop statistician in each State. 

Mr. Tatuis. Do the PMA people assist in that? 

Mr. Morse. Not regularly, as I understand, unless they happen to 
be among the individual crop reporters. 

Mr. Tair. County agents, | assume, assist in that? 

Mr. Morse. Again, | think, not directly, as part of the crop- 
reporting system, but we draw on many avenues of information. In 
the main, it is a body of crop correspondents, as well as the statisti- 
cians. In addition, specialists are traveling and observing, so that 
they have many checks and cross checks. There are private esti- 
mates, Which of course shed some light, but in the main it is relying 
on crop correspondents that are reporting to the Department. 

Mr. Taurie. And if there were substantial changes you would know 
about those in a few days; would you not? 

Mr. Morse. They would tend to be picked up; ves, sir. 

But officially, these condition reports are as of the first of the month, 
as you know. At times there are some interim reports from the 
Department which shed some light on developments. 

Mr. Tauzie. Thank you for yielding, Mr. Merrill. 

Mr. Merrixy. I have just one other question I want to ask. 

Mr. Mumma. Will you yield? 

Mr. Merritu. yield. 

Mr. Mumma. Dr. Talle, this wheat you saw, what is the harvesting 
date on that? 
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Our date is July 4. My point is this: that this extreme heat com- 
ing around harvest time, after the grain is grown, would change the 
moisture content; would it not? 

Mr. Tauue. After the kernels have matured what the farmers fear 
isrust. At the stage I talked of, the kernels were in milk stage, and 
the hot winds simply cooked the wheat, and the potential kernels 
shriveled up. 

Mr. Mumma. I was trying to figure whether this hot spell has 
affected our wheat. 

Mr. Tanie. North Dakota has a later harvesting season, 

Mr. Mumma. In our State the heat would merely reduce the mois- 
ture, and you would not lose much in the way of bushels per acre. 

Mr. Merrini. | have just one other question with reference to 
this bill: | was deeply disturbed when sincere men got up, in the 
debate on the last agricultural bill, and said that in the last 20 years 
the Commodity Credit Corporation had lost $28 million. 

Of course that is based upon the bookkeeping records, that are 
kept due to the fact when disposal programs are in operation, the 
reimbursement to Commodity Credit Corporation is in full. 

Now I did not know too much about it, but when they said, on 
the floor, that the Commodity Credit Corporation in 20 years had 
lost only $28 million—and they were speaking honestly from records— 
I knew in my own mind that the Pakistan wheat loan itself, if you 
take the world market price, cost the Commodity Credit Corpora- 
tion a real loss of in excess of $28 million on that one deal. 

Now | am very definitely concerned about a situation in which 
sincere men, speaking from honest records, can make a statement 
that is as erroneous as that, to the Congress, and to the American 
people, and I would like to know something about it. I appreciate 
vour very informative letter to me which pointed out that book- 
keeping methods can be arranged as to show accurately the results 
of the support program. But I am interested in something more 
that that. Iam interested in a program that will make it impossible 
for sincere men to so grossly misrepresent the true cost of this price- 
support program to the American people. 

Have you given any additional thought to what could be done in 
the way of legislation—not only to make it possible for you to look 
at the books and get the loss, if you wanted to do it, but to make it 
impossible for those misrepresentations of the true cost of the price- 
support program to be made. To put it in concrete language, it 
is directed at one point: I am interested in legislation that would 
make it absolutely impossible for sincere men, speaking from records 
honestly kept, to get up and say again, that the total cost of the 
Commodity Credit price support program has only been $28 million 
in 20 years, when every man knows that it cost the taxpayers much 
more than that. 

Mr. Muurer. Will you vield? 

Mr. Merritt. I yield. 

Mr. Mutter. I gave you an opportunity, when we had the seed 
bill up, to correct this manner of bookkeeping with my amendment, 
and you voted it down, the Republicans voting unanimously against 
it. When a department or anybody else acquires anything from CCC, 
they ought to pay for it at market value, and then CCC should reflect 
the difference on their books as a loss. Unless they get into that 
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kind of honest bookkeeping, it is going to be the fault of the Members 
of Congress if we cannot get the information because it is not reflected 
on their books. If we let them write it off and then reimburse them, 
their books are always going to be in balance and we will never know 
what the cost is. 

Mr. Merritt. You are right. May I say this, Mr. Multer: I 
agree with you that honest men were sincerely making this mistake 
on the floor because of the bookkeeping. 

Also, | wanted very much to support your amendment. The only 
reason I did not is I did not want to vote for a thing as revolutionary 
as that until | bad an opportunity to hear from the Department on it. 

I cannot see in my mind what argument there could be against 
your amendment. I did not support it simply because I did not want 
to in my inexperience--and I have not been here as long as you 
have 

Mr. Murer. I did not offer it on the floor so as to give these men 
an opportunity to come in and tell us what should be done about it. 

Mr. Merrit. I think now in the time for us to discuss it, because 
we are authorizing an increase, and I think as a part of that we have 
an obligation to do what we can to make sure that the American 
people in the future get an accurate picture of this thing, and to make 
it impossible for honest men, reporting from accurate records, to make 
the gross misrepresentation that was made on the floor, that the 
program cost $28 million in 20 years. 

Mr. Deane. Would you yield? 

Mr. I yield. 

Mr. Deane. In the actions that we have taken to date, how is that 
reflected in the increase of the national debt? I assume you are now 
continuing to purchase notes from the Treasury, which in turn is 
reflected in the level of the national debt? 

Mr. Morse. Yes, sir. 

Those operations are handled daily, based on needs. 

Mr. Deane. What concerns me is this: How can we increase this 
authorization without coming to grips with increasing the national- 
debt ceiling? 

Mr. Morse. I will ask Mr. Beach to comment on that. 

Mr. Beacu. The use of the CCC borrowing authority may or 
may not affect the national-debt limit—-— 

Mr. Deane. Well, we would like to have something positive. 

Mr. Bracu. I was going to explain why it may or may not. 

In the case of borrowings directly from the Treasury, which com- 
prises the largest part of our total obligations— 

Mr. Deane. Right on that point, that increase in February, what- 
ever it was, were those notes sold to the Treasury? 

Mr. Bracu. We do not use the borrowing authority until we 
actually have need for it. 

We had in use, on May 31, 1954, $6,100 million of borrowing 
authority. That was broken down into two different categories of use. 

One category is our borrowings from the Treasury, $4,046 million. 

The other category is obligations to purchase loans or certificates 
from lending agencies. The latter category does not represent a use 
of the national-debt limit, until the Commodity Credit Corporation is 
called upon to take up those demand obligations. 


16 INCREASE BORROWING POWER OF CCC 


In other words, we have an obligation as the Commodity Credit 
Corporation to purchase on demand any notes held by commercial 
banks, made in the course of extending price support to an individual 
farmer, and any certificates held by banks. 

When that loan or certificate is presented for payment, or when the 
loan matures and we have to pay the bank off for the obligation that 
we have to it, then we would borrow from the Treasury. At that 
time the transaction would become a national-debt transaction. 

Thus, of the $6,100 million that we had in use on May 31, only 
$4,046 million would actually be reflected in the use of the national- 
debt limit. 

Mr. Deane. I wonder, Mr. Chairman, for the benefit of the record 
and the hearings, if the Under Secretary’s staff would include a state- 
ment on just how what Mr. Beach has said is operating, and showing 
how it reflects on the national debt. 

(The data referred to above is as follows: ) 

The use by the CCC of its borrowing authority may not in all instances imme- 
diately add to the national debt. Obligations ineurred by CCC under its borrow- 
ing authority are defined by law as including (1) borrowings from the Treasury 
and (2) notes or other obligations held by lending agencies evidencing loans made 
by such agencies under the Corporation’s programs. The day-to-day operations 
of the Corporation, involving cash receipts and expenditures are financed through 
daily borrowings or repayments to the Treasury. These borrowings and repay- 
ments constitute expenditures or receipts by the Treasury and therefore directly 
affect the national debt. The notes or other obligations held by lending agencies 
are usually in the form of producer notes or certificates of interest and constitute 
demand paper. As long as notes or certificates of interest are held by lending 
agencies, no expenditures have been made by the Treasury and while they are a 
charge against the Corporation’s borrowing authority, the national debt is not 
affected. When the notes or certificates are presented by the lending agencies 
for payment, the Corporation must borrow from the Treasury at which point the 
national debt is affected. 

Mr. Mutrer. I think the point we have in mind is this: The 
Treasury is right, that at certain times during this year we are going 
to get within a half-billion dollars of the debt limit. If we arrive at 
that point, you could not possibly use this authority, for this extra 
billion and a half, because if you would use only a billion dollars of 
it vou would put us a half a billion dollars over the debt limit. 

Mr. Beacn. The Treasury's estimates include these estimates like- 
Wise. 

Mr. Muxrsr. Then coming within half a billion dollars of the debt 
limit includes only billion dollars? 

Mr. Beacu. No, sir; the estimates, I think, based on our experience 
with them, that the Treasury uses as to how much of the debt limit 
they may use, reflect our estimated obligations and receipts, not 
what we have in the way of borrowing authority. 

Mr. Mutrer. Then we are already in trouble. Because you esti- 
mated for them, as you did for us, that vou would run to $6,100 million 
and you have gone to $6,400 million. 

Mr. Beacu. But what I am saying is that they are using likewise 
our current estimates, which we are now presenting to you. 

Mr. Mutrer. Then their estimate of coming within half-billion 
dollars of the debt limit could not use what vou are giving us now, 
because those figures were given to us last month. 

Mr. Beacu. But they reflected our estimates at that time. They 
were slightly less than those we are making now based on the July 
crop report. F 
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Mr. Mutrer. That is the point I am making, their figures could not 
have had in mind this billion and a half that you are coming up with 
now. 

Mr. Beacu. They would have in mind a major part of it, but not 
all of it, that is correct. 

The CHatrrMan. May I observe also that that would have been 
completely offset and overcome if they did not include tax con- 
siderations? 

Mr. McVey. Mr. Chairman, I would like to refer to a statement 
made a moment ago by Congressman Merrill to the effeet that on the 
floor of the House it was said this price-support program had cost the 
Government about a million dollars a year. 

Now that is not a fair representation of this situation, and I think 
we are just kidding ourselves if we think the price-support program 
has cost this country only about a million dollars a year. 

The fact of the matter is that these who made that statement were 
taking into consideration the revenues which the Government had 
received from the one-half cent tax per pound on sugar. They took 
into consideration the revenue from that, and subtracted it from the 
losses on the price-support program, and that leaves about a million 
dollars a year deficit in the whole program. 

But sugar is not part of the price-support program. You might as 
will take the revenue from the income tax, or the tax on furs or 
jewelry. There is no reason for taking the income on sugar and sub- 
tracting that from the cost of the price-support program, as I see it. 

This is not an argument against the price-support program, but I 
think we have to be fair to the American people. 

We have to let them know what this is costing the country, and I 
think Mr. Merrill is exactly right when he says that the people have a 
right to know just what the cost has been. 

Mr. Beacu. If I may, I would like to make this one comment with 
respect to the CCC-realized losses. There is published every month, 
a report called Report of Financial Condition and Operations of the 
Commodity Credit Corporation, which includes, in schedule 8, a 
detailed statement, by commodities, and by time periods, of the actual 
realized losses recorded on the books of the Commodity Credit Cor- 
poration, attributable to the price-support program. 

The total amount shown there for the period through May 31, 1954, 
for price support only, was $1,374,825,203. That is the straight 
CCC loss. It does not include losses that would have been taken by 
the section 32 program, as a result of utilization of CCC commodities 
in direct distribution, for example, in school lunches, nor does it take 
into consideration any of the other programs that were developed to 
accomplish at least a part of the end of stabilizing farm prices and farm 
income. 

Now, this large tabulation which I mentioned a moment ago, which 
was inserted in the record of the hearings of this committee on the 
previous increase in borrowing authority, does cover all of those in- 
dividual programs. 

It reflected the cost of the sugar program as one of those programs, 
related to the stabilization of farm prices and farm income. It did 
deduct the amount of the tax collected, because the tax collected on 
sugar, as related to the sugar program only and not CCC, would not 
be collected were it not for the same act that requires the payments. 
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In other words, those two are a part of one activity. 


t would be wrong, as you say, 


themselves. 


sional hearings this spring. 


of Congress. 


of Mr. Multer’s amendment? 
Mr. Brown. Would the gentleman yield? 


$235 million profit. 


Mr. Beacu. Yes, sir. 


correct? 
Mr. Beacu. That is correct. 


that you disposed of. 


introduced? 


price stabilization so to speak, for sugar only. 
efinitely, to make any relationship 
in the way of deducting taxes from the realized loss of $1,374,825,203 
on CCC. But it is right to combine this figure of $1,374,825,203 with 
other results, like the sugar program results, the International Wheat 
Agreement cost, acreage allotment and marketing quota costs, and 
other costs related to the price-support program indirectly. 
So that this overall summary, gives a better picture, from the stand- 
point of the ground it is iateeied to cover, and that is stabilization of 
farm prices and income, than do the operating results of CCC by 


That is not to say, however, that the books of CCC are not correctly 
stated, in accordance with sound commercial accounting principles, 
as they are reported. And this is a public report, so there is really 
no reason for anybody to be greatly confused about these figures. 

They have all beer made available and printed in various congres- 


Mr. McVey. You would find a good deal of confusion on the floor 


Mr. Breacu. That may be, but I wanted to bring out that the figures 
have all been made available to anyone who wants to use them. 

Mr. Merritu. All I would like to have would be for Mr. Morse to 
comment on the question I raised, which really is, what do you think 


I want to insert in the record a report made by the Commodity 
Credit Corporation, showing that on December 31, 1953, on basic 
commodities, loss was $67,567,684, through a period from October 
17, 1933, on basic commodities. Among the basic commodities, the 
profit on cotton was $269,267,506 through this period. Is that correct? 

Mr. Bracn. That is correct, sir, as of December 31, 1953. 

There were other cotton programs that reduced that down to about 


Mr. Brown. That is the report of December 31, 1953. 


Mr. Brown. The report showed a total loss of only $67 million 
throughout the years, from 1933, on all basic commodities. Is that 


Mr. Merritu. I don’t want to keep the floor any longer, Mr. 
Chairman, if I can get an answer to that question. I should like to 
have your comments, Mr. Morse, on the type of amendment which 
Mr. Multer introduced. His amendment would provide that when 
these disposal programs come about, the books of the corporation 
would actually show what you are realizing under the disposal pro- 
gram, which would be the world price or the domestic price, depending 
upon where the goods were disposed. When appropriations were 
made to reimburse you, your books would not show reimbursement 
at the price you were paid for the commodity, but so much money 
for the loss, plus so much money for the true value of the commodity 


Do you understand the type of amendment that Mr. Multer 
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Mr. Morse. I don’t have clearly in mind the full implication of 
it. I would like to respond more adequately with reference to your 
question, if I may, later. 

Mr. Please do. 

Mr. Spence. Mr. Chairman? 

The CuHarrmMan. Mr. Spence. 

Mr. Spence. Mr. Secretary, you spoke of the purchase, unantici- 
pated, of a hundred million pounds of tobacco. What character of 
tobacco was it that you purchased to support the price? 

Mr. Morse. That was loan commitments. 

Mr. Spencr. They weren’t purchases? 

Mr. Morse. No. 

Mr. Spence. What was the character of tobacco? I would like to 
know what the Commodity Credit Corporation has realized from the 
tobacco program during the years. 

Mr. Morse. Again, I will ask Mr. Beach to answer that. 

Mr. Beacu. Mr. Spence, we can insert in the record the breakdown 
of the loan volume by types. 1 do not have the breakdown by types 
of tobacco at this time. And also, the operating results on tobacco 
since the beginning, if you would like to have that. 

Mr. Spence. Yes, sir; | would like to have that. 

(The data referred to above are as follows:) 

The increased investment in tobacco of approximately 100 million pounds is 
about half flue-cured and half burley. With respect to flue-cured tobacco, our 
original estimates of the amount to be placed under loan were fairly accurate but 
repayments in the spring lagged. As a result more loans were outstanding on 
June 30, 1954. The increase in burley loans outstanding resulted from a larger 
production than was anticipated when the original estimates were prepared. 

Mr. Spence. What overall fact 

Mr. Bracu. I have the operating results now. 

The Commodity Credit Corporation itself, the Commodity Credit 
Corporation price support program on tobacco, has shown a profit, 
since the inception of the program, of $1,884,565. That is from 
October 1933 through May 31, 1954. 

That does not include any programs other than CCC programs. 

Mr. SPENCE. Yes, sir. 

Now, what effect will the price support have on the operations of 
the Commodity Credit Corporation? 

Mr. Morse. For this year, any new price support program would 
have no effect, through this 1954 crop year. 

Mr. Spence. What do you think will be the general effect in the 
future, of flexible price supports? 

Mr. Morse. It should help us bring the production of farm products 
into line more nearly with the supplies. 

Mr. Spence. When will a farmer know, under that program, when 
his price support will be fixed, by the Secretary of Agriculture? 

Mr. Morss. That would be before planting, as has been the 
practice in the past. 

Mr. Spence. If he once sets the price, that will exhaust his powers 
over that. He can’t subsequently, because of subsequent conditions, 
change the support price? 

Mr. Morse. No, we can increase it subsequently, but not decrease 
it. 

Mr. Spence. So the farmer will know what his support price will 
be at the planting time, or before the crop? 
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Mr. Morse. Yes, sir; the minimum. 

Mr. Spence. Will he have the same assurance as to what price he 
will get? It seems to me that one of the stabilizing effects of the 
price support program is that it gives the farmer a knowledge as to 
what he will get before he plants. 

He will have the option, then, of either remaining as a farmer or 
leaving the farm and seeking a job in the city. 

Will he have the same opportunity to know what his support price 
will be under the flexible support price plan, even though it will be 
lower than 90 percent? Will he have an opportunity to know that 
before he plants his crop? 

Mr. Morse. Yes, sir; he would have a definite figure on the basic 
commodities, announced ahead of time. In addition, he would have, 
as a guide, whatever minimum is provided by the law. 

So he would have these two guides. “Of course, they would have 
much more assurance than the folks who are producing the main part 
of the agricultural income. They have no advance pricing, no 
supports, no announcements of any kind to guide them. I refer to 
the livestock industry and the poultry industry, vegetables and fruit, 
where most of our agricultural income originates. 

They have no advance assurance of the kind you are speaking of. 

Mr. Spence. But the farmer has a big investment, and his invest- 
ment in the land is about all he has. 

Under the inflexible price support, he knows what he will get from 
vear to year. Don’t you think that has a stabilizing effect? Isn’t it 
an assurance that he will not have under a flexible price support 
program? 

Mr. Morse. As I have indicated, that applies to only a few of his 
crops. On most of his income he does not have, now, and he would 
not have in the future, we assume, that type of guidance. 

Mr. Spence. That is true. 

But he has it on the great cash crops of the Nation, he has it on the 
basic crops, which are really the food and fiber producing crops of 
the American farmer. 

Mr. Morse. But he does not have it on the principal sources of 
income-——more than half of the agricultural income of the Nation, 

The question in the minds of the people is—should he have supports 
on some of the items and not on others? 

Mr. Spence. But now he only has the assurance from year to year, 
that he will get somewhere between 80.5 and 90 percent support 
price for his crops, outside of tobacco. That is true, isn’t it? 

Mr. Morse. That has not been enacted into law, vet—that range. 

Mr. Spence. Well, it seems to me it will take away from him the 
assurance of what he may get, and I think that was the purpose of the 
original support price program. Of course, we can’t settle that here; 
The Commodity Credit Serecnition will be necessary whether that 
is passed or not. 

Mr. Hays. Mr. Chairman? 

Mr. TAuve (presiding). Mr. Hays. 

Mr. Hays. Mr. Morse, exactly what percent of parity is the dairy 
industry getting at the present time? 1 know it is set at 75 but they 
are not actually getting 75. 

Mr. Morse. For butter it has been averaging 75 and above. For 
cheese, and nonfat dried milk, it has been running somewhat under, 
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and in recognition of that, we recently took action and increased the 
support price 1 cent a pound on each of these products. 

Mr. Hays. Yes, sir; but that really doesn’t mean anything, Mr. 
Morse, because the dairy farmers in my district are getting 40 percent 
less for their milk than they did a year ago. You buy the milk from 
the processor. You buy the cheese and the butter, and he pays the 
farmer whatever he pleases. You are not giving any price support 
to the dairy farmer under this program. 

The dairy farmer gets what they decide to pay him, and no more. 
Isn’t that true? 

Mr. Morse. That may be true as to individual processors, and in 
localities where the marketing competition is less, but our operations 
are based on the United States average, as far as those supports are 
concerned, 

Mr. Hays. I haven’t been able to find any dairy farmers anyplace 
that are very happy. 

For instance, in my district they are selling milk for 61; cents a 
quart in Pittsburgh milkshed and delivering it on the doorstep for 
25 cents. 

Now, the consumer finds it unbelievable. He said you have got 
a price support. You are taxing us. Yet, we are paving 25 cents. 
They don’t even believe it. Is there any other way Commodity 
Credit can handle it, or is there anythmg you can do about it? This 
is supposed to help the farmer, not the processor, as I get it. 

Mr. Morse. Yes, sir, that is the purpose of the price-support opera- 
tion in the dairy field, to beneiit the producers. It is not a support 
to benefit the processors. 

Mr. Hays. You say in your statement, on page 2, fifth item, ‘there 
has not vet been developed a practical plan for disposing of butter, 
cheese, and dried nonfat milk without involving isrge costs and 
losses.”’ 

I queried you about that last spring, when you were in here, or I 
queried the Secretary, and he said, ““They are working on it.” 

Now, here you are 6 months later. Have you made any progress? 

Mr. Morse. We feel we have made some progress. We are con- 
tinuing, I assure you, to work on it, examining every feasible proposal 
that is presented. 

In the meantime, there is some evidence that the promotion to 
increase consumption is helping out at the new price levels. Further, 
as I have indicated, that there has been some reduction in production 
earlier than the usual seasonal trend. 

Mr. Hays. But I remember in the paper only the day before yes- 
terday that you are still buying butter and all of these things at a 
rather fantastic rate. 

Mr. Morse. Yes, sir. 

Mr. Hays. What are you doing with them? 

Mr. Morse. We are storing them, except where we have outlets. 
We are moving as much as we can, and the rest of it is being stored. 

Mr. Hays. Is any of that spoiling? 

Mr. Morse. Not as far as we know. 

There is occasionally some small spoilage which oecurs in any 
vast storage operation, but as far as we know, the products are still 
in good condition. 
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Mr. Hays. Do you have any deadline or target date when you are 
just going to come up to the end of storage and you are going to have 
to do something, and can’t procrastinate any longer, and will have to 
find a solution? 

Mr. Morse. No, sir; and of course, the pressure under which we 
are working is the storage costs, and always the possibility that the 
products may reach the point of spoilage. We are anxiously examin- 
ing, and we are constantly working on, any feasible plan for moving 
these products into us and getting them out of storage. 

Mr. Mumma. Mr. Hays, will you yield? 

Mr. Hays. I will yield. 

Mr. Mumma. Just one question. Is most of this butter in com- 
mercial sizes like pounds or quarter pounds, or is it all tubs? 

Mr. Mor'se. No, sir; it is in large containers. As we have the 
opportunity to move it, we have it repackaged according to the outlet. 

here is no use repackaging it until you know the size and type of 
container it needs to be repackaged in for distribution. 

Mr. Mumma. What is the most common-size package used? 

Mr. Morse. 60 pounds. 

Mr. Mumma. Well, to get to the average consumer, still 60 times 
as big as a package should be, is that correct? 

Mr. Morse. As I say, as we have outlets, it is repackaged then in 
the sizes that can be effectively used. 

Mr. Mumma. Have you ever considered whether it would be 
feasible to buy a greater percentage in pound packages, if so then you 
have a more ready market for distribution? 

Mr. Morse. I am sure that has been fully considered. 

The conservation of storage space, and the effective handling of it 
in storage, I am sure, would be complicated by smaller packages. 

Repackaging is not a problem. The repackaging can be readily 
handled, and the cost is not a major cost of the butter. 

Mr. Berts. Would you yield for one question, Mr. Hays? 

Mr. Hays. | yield. 

Mr. Berrs. Mr. Hays mentioned the differential between what the 
dairy farmer gets for his milk, which is 6% cents a quart at the moment, 
and what it sells for in Pittsburgh, which is 25 cents. 

Isn’t the answer to that what the dairy processor in Pittsburgh 
has to pay for wages and the high cost of operating an establishment 
in a big city, where costs and taxes are higher, where wages are higher? 

Mr. Hays. Let me answer your question, because I happen to sell 
in the Pittsburgh market and I think I know something about it. 

I wouldn’t have said a word and neither would the rest of them, 
when they cut us down, but did they pass it on to the consumer? 

No; they raised the price a half cent a quart. 

Mr. Berts. I am wondering if there wasn’t some explanation for 
the differential. 

Mr. Hays. They always have a fine explanation, the fact that they 
are not putting as much in fluid milk, but that is not the real explana- 
tion. 

Mr. Merritt. Is that 6% cents, ungraded? 

Mr. Hays. That is grade A milk, 6% cents a quart. 

Mr. Merri. The other varieties are even lower. 

Mr. Hays. That is right. 

Mr. Berrs. Doesn’t that have a lot to do with the difference? 
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Mr. Hays. That has some effect, but it is not all. 

Mr. Morse. Yes, sir; the costs of distribution, packaging, and 
operation of processing plants of course enters into the retail costs. 

Mr. Hays. Mr. Morse, I was a little optimistic last spring that 
you were going to do something about this. 

Now, I read in the paper that you are selling butter abroad at a 
loss. Is there any truth in that? 

Mr. Morse. Yes, sir. 

Mr. Hays. Mr. Morse, how could you expect anybody on this 
committee and I am not being partisan about this, and I would sey 
it if my party was in power—how could you expect enybody on this 
committee to go back to their district and justify taxing the people 
to buy up butter, and then have you sell it to some foreign country 
at less than the American housewife can pay for it? 

Do you think we have an easy job to do there? 

Mr. Morse. No, sir; this is a very difficult and complicated busi- 
ness, and I] am sure that you would need to explain the reasons for 
such sales. 

Mr. Hays. I don’t think there is any explanation that you could 
get across to them. 

Mr. Morse. Maybe you can’t get it across, but there is an explana- 
tion, a very sound explanation. 

Mr. Hays. I will disagree with you there. There is no explanation 
and there is no excuse. And 1 am making this as a statement for 
your department to sell butter at a loss to people in foreign countries, 
and tax the housewife here and keep the price of butter up for her. 
There is no explanation for that, and I am not going to go back and 
try to make one. 

Mr. Morse. Mr. Congressman, we are operating under law. It is 
mandatory that we have to support the price of dairy products. 

Mr. Hays. Yes, sir, but there is nothing in that law—— 

Mr. Morse. And when we attempt to get this butter to the Ameri- 
can housewife, it tends to replace either her purchases of other butter, 
or margarine, which represents oil. ‘That means that through Govern- 
ment hands you tend to recycle a much larger quantity of butter and 
oil. As a result, you are increasing the cost to taxpayers, the storage 
costs, and all the other costs that enter into this price support operation. 

“Mrs. Housewife is a taxpayer along with her buying operations. 

Mr. Hays. That is just what | am objecting to. She is being 
taxed twice. 

Mr. Morse. If you put in a domestic program which greatly in- 
creases these costs, then the costs get back to the taxpayers, and back 
to the families of this country. Where this butter moves abroad vou 
don’t have that effect. 

Mr. Hays. I questioned Mr. Benson, or you, I don’t remember 
which it was, last spring, about the possibility of a 1-cent sale to get 
rid of some of this butter and whoever I asked said they were con- 
sidering it. 

Mr. Morse. Yes, sir. 

Mr. Hays. Are you still considering it? 

Mr. Morss. Yes, sir; if anyone will come forward with a plan that 
will not have the effects to which I referred. Of course, my brief 
explanation is an oversimplification of the problem. We would be 
happy to consider any practical plan of disposal. 
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Mr. Hays. I think it is oversimplification and I will give you a 
suggestion. You might get one of these toothpaste executives 
because they do that regularly and they don’t seem to think it cuts 
down their marketing. 

Mr. StrinGrettow. But the United States Government is not 
involved in the toothpaste business. 

Mr. Hays. But the toothpaste people seem to think it increases the 
sale of it, to give an extra pound for 1 cent. 

Mr. Oakman, They just take so much toothpaste away from the 
other fellow’s market. 

Mr. Deane. I wonder if you are not thinking of 1 class of milk, 
and the Secretary of 2 or 3 different classes of milk. 

Mr. Hays. Of course, they are moving all classes and the farmer 
gets a blend price, but the point I didn’t get an answer for, is what 
percentage of parity the farmer is getting on a nationwide scale. 
You must have that in some of those charts? It isn’t 75 percent. 

Mr. Morse. Do you want all milk? 

Mr. Hays. You break it down any way you like. Tam not trying 
to pin you down to make it look bad. I am just trying to get the 
statistics. 

Mr. Morss. This is a June 15 figure. On all milk, the wholesale 
price is 82 percent of parity; on butterfat, it is 79 percent. 

Mr. Hays. Who is getting that? 

Mr. Morse. The farmer, 

Mr. Hays. The farmer? 

Mr. Morse. Yes, sir. 

Mr. Hays. I wish you would produce a farmer that would tell me 
he is because I haven’t been able to find any. They are mad. 
They are not only mad at you, but mad at me and everybody con- 
nected with it. And of course, Mr. Morse, the thing that makes it 
hard for you to sell that statement to me is that I happen to ship 
milk, 20,000 pounds of it a month, and I am not getting that kind 
of a price. So you see, it is a little more difficult to talk to somebody 
knows something about it than it is to say, “Those are the 

gures.”’ 

I don’t know who figures those out for you but they are not 
accurate, 

Mr. Morse. Those are Department of Agriculture figures, and I 
don’t know that they have been successfully challenged. 

Mr. Hays. Well, they can be challenged out in the Pittsburgh 
area. 

Now, you made another statement. You said costs are down 2 
percent to the farmer. That takes in everything he uses, I assume? 

Mr. Morse. One of the costs that enters into that is feeder live- 
stock and poultry. Some farmers buy stock to feed and that is one 
of the factors. His feed costs enter into it, his fertilizer, and the other 
costs that farmers incur in their operations enter into that figure. 

Mr. Hays. Do feeder calves make such an appreciable difference? 
Because I can’t think of a single thing that I buy that has declined in 
price. 

Mr. Morse. It includes all feeder livestock and feed, too. 

Mr. Hays. That would tend, then, to balance, for the average 
farmer, who isn’t in the feeder cattle business, that thrown in would 
kind of unbalance the whole picture. 
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Mr. Morse. These are national averages. 

Mr. Hays. I understand. 

Mr. Morse. They are reflected in the national average, but as to 
individual farmers they might not be representative. 

Mr. Hays. That is all I have to say, except when you come back for 
more money next January you will have found some way to get rid of 
this surplus butter. 

Mr. Wipnauu. Up in my own area, Mr. Hays, the milk driver is 
getting approximately 10 cents a bottle, a union driver, for delivering 
the milk. 

Mr. Hays. Of course, you might become very unpopular with 
certain people as I did, and get a few nasty letters, if you suggested 
that one of the ways to avoid that would be for people to go to the 
store and buy their milk. 

Mr. Wipnatu. That is true. 

Mr. Hays. I am not blaming the Department of Agriculture for 
all the problems of the dairy industry. Heavens knows, I have made 
plenty of speeches to the dairy industry in which I blamed them for 
a lot of the problems. 

But the only thing I find fault with, here Mr. Morse, and it goes 
back to before your time, is the fact that you are dealing with the 
processor, and he can either pass on what you pay to the farmer or 
not as he pleases, in most cases. 

Mr. Merrity. Don’t you watch that now? As you buy from the 
rocessor don’t you try to see to it that he is paying the producer in 
ine with what vou are paying? 

Mr. Morse. We encourage that, but-——— 

Mr. Hays. But you can’t make him do it. 

Mr. Morse. That is not a problem that is peculiar just to the 
dairy price support but also to other programs where processors are 
involved. 

Mr. Hays. But you can’t force him to do it, is that right? You 
have no power. 

Mr. Morse. The practical method of accomplishing that is limited. 

Mr. Hays. That is all. 

Mr. Mumma. Mr. Chairman? 

The Mr. Mumma. 

Mr. Mumma. Are you a victim of producing your milk in a higher 
milk area, Mr. Hays, and selling in the Pennsylvania milk area? 

Mr. Hays. No, we are in a tri-State area there, and the tri-State 
price is set by Pittsburgh, Wheeling, Youngstown, Steubenville. 
They all get together on it. If you ship to Steubenville you get the 
same price as if you ship to Pittsburgh. So I only used Pittsburgh 
because it is commonly in our territory known as the Pittsburgh 
milkshed. 

Mr. Mumma. I understand. 

The CHatrMan. Mr. Multer? 

Mr. Mctrer. Mr. Secretary, I would like to get a few things 
clarified for the record. 

I think you said that Commodity Credit Corporation has to buy 
eligible crops. 

Mr. Morspr. Yes sir; it has to make loans or purchases. 

Mr. Mutrer. There are further limitations as to eligibility. You 
have acreage control, and if the farmers violate those controls, you 
don’t buy from them. 
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Mr. Morse. That is right. ' 

Mr. Murer. So there is something basically wrong if the surpluses 
continued to increase. You don’t have proper control of your allo- 
cations. 

Mr. Morsr. In many instances, the farmer has control of whether 
he makes his crops eligible. 

Mr. Mutter. If he doesn’t, make himself eligible you don’t buy 
from him. 

Mr. Morse. That is right, but when these programs are announced 
the farmer, to a large extent, determines whether he is going to be 
eligible. He decides whether he will store his grain with the proper 
moisture, and under acceptable storage, and factors like that, to make 
himself eligible. 

That discretion is up to him. 

Mr. Mutrer. Did I understand you to say that the price-support 
program is not a program to support the processor? 

Mr. Monse. It is a program for the support of prices to farmers. 

Mr. Mutrer. The exception to that rule is what you are doing 
with the dairy products. There you're supporting the processor. 
Every time you buy butter and cheese you are supporting the processor 
rather than the milk producer. 

Mr. Morse. The purchases are made of the milk products, in the 
places where they are available. 

Mr. Mutrer. And they are available mostly through other than 
the milk producer; is that so? 

Mr. Morse. The law provides that supports on milk and butter- 
fat shall be loans or purchases of processed dairy products. Mr. 
ee the Solicitor, is here, would you want to comment on 
that? 

Mr. Farrrvetron. I might just say, Congressman 

Mr. Mutter. I am not suggesting you violate the law, but the 
general statement was made that it is not supposed to be a program to 
support the processor. I make the point that the exception is the case 
of the dairy products. There we are supporting the processor. 

Mr. Morse. The law is for the benefit of dairy farmers. 

Mr. Murer. Yes, sir, that is the theory that it is for the benefit of 
dairy farmers, but we are now proving and have proved for a long time 
that it is not helping the dairy farmers, but helping the processors. 

Isn’t that the fact? 

Mr. Morse, No, sir, I think you will find that it is very definitely 
supporting the price to farmers. 

Mr. Mutter. Isn’t it a fact that the processor, in the dairy field, 
is getting the bulk of the profit, which he couldn’t get if we didn’t 
support his price? 

Mr. Morse. That would become a question of accounting method. 

Mr. Mutter. If the Commodity Credit Corporation didn’t buy the 
butter at the support price, it would have to find a market in which it 
eould sell at less than the support price. 

Mr. Morse. And the processor in turn would reduce the price to 
farmers. 

Mr. Mvuurer. Before he could reduce the price to the farmer, he 
might have to cut back on some of his profit, unless he wanted to go 
out of business. 
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Mr. Morse. The competition, under the present type of operation, 
tends to control the margins, and would tend to control the margins 
under the circumstances of which you speak. 

Mr. Mvurer. Mention was made of the fact that part of the 
trouble with the program is lack of storage facilities. 

Is that true? 

Mr. Morse. It is true that we are crowding the storage capacity, 
but our operations have been such in enlarging this storage capacity 
that the crops are being taken care of. 

Mr. Mutter. What are you doing to enlarge the storage capacity? 

Mr. Morse. I testified to that earlier. We have taken steps to 
add 200 million bushels additional grain-storage capacity to the bins 
owned by the Commodity Credit Corporation. 

Mr. Mutter. That is going to be owned by Commodity Credit 
Corporation, that additional storage capacity? 

Mr. Morse. Yes, sir. Then, we have entered into guaranteed 
occupancy contracts for something over 200 million bushels. That 
will be constructed by private companies. Then, of course, you 
know we are making use of idle ships for grain storage. 

Mr. Mutrer. Is this purchase of additional storage capacity by 
Commodity Credit Corporation a reversal of previous policy? 

Mr. Morse. The buying of additional capacity? 

Mr. Murer. Yes, sir. 

Mr. Morse. No, sir. We have gone out very vigorously, last year, 
and again this vear, in an effort to get farmers to provide adequate 
storage on their farms. That is definitely to the advantage of farmers. 
That is encouragement in the direction of sound farm management. 

You may be thinking of some of the press interpretations that were 
tied to the efforts which we launched last year and which have been 
reemphasize again this vear. We have emphasized the fact that 
farmers, first of all, ought to provide their storage. Commercial 
storage ought to be provided. It is only when such storage proves 
inadequate that the Government ought to be providing storage. 

Mr. Muurer. After all of that encouragement to farmers, you 
still found it necessary to purchase this additional 200-million-bushel 
storage capacity? 

Mr. Morse. Yes, sir. 

Mr. Murer. You are quite right in your statement that I was 
thinking of some of the interpretations put by the press on things 
that have been said. I have a quotation attributed to you, June 3, 
last year, in which you are quoted as saying: 

I fear that if the Government must resort to buying bins and putting them up 
to store corn, you will have to look at them in the future as monuments to the 
failure of free enterprise. 

Now, part of those monuments may be this 200 million additional 
capacity. 

Mr. Morse. Yes, sir. We are putting up additional bins. I came 
back from that meeting and voted for buying additional Government 
storage. 

In the first place, farmers are one of the great free enterprise 
systems of this country. 

We have several million of free enterprise farm businesses. What 
I was trying to say and emphasize, at that meeting, was that farmers 


| 
| 


IS INCREASE BORROWING POWER OF CCC 


could increase their profits, and should adopt better management, by 
providing needed storage capacity on their farms. 

In addition, there are companies and cooperatives that provide 
storage capacity and grain-handling facilities commercially, and they 
ought to come forward and take care of the needs. 

Mr. Mutrrer. They haven't produced enough storage capacity. 

Mr. Morse. That is correct. Last vear, and again this vear, we 
have had to expand Government-owned storage capacity. 

Mr. Muvrer. In your statement, you referred to major products. 
What products did you have in mind as the major products? 

Mr. Morse, that is on the last page of your statement. 

Mr. Morse. Of course, the outstanding one is wheat, then cotton, 
and corn and tobacco. 

The increased production of rice this vear, and the possibility of 
some adjustments in export outlets, indicates adjustments in price 
this vear. 

Mr. Meurer. What has been the historical pattern for borrowing 
authority? 

Mr. Morsr. Mr. Beach can answer that. 

Mr. Beacu. The bulk of our use of borrowing power for wheat 
loans takes place during the marketing season for wheat, which begins 
in June, and runs through October, the heavy marketing season. 

Corn loans don’t begin usually until September and October, and 
run on through January or February of the following calendar vear. 

Cotton loans begin in August and become heavy along in October 
and November, and sometimes in September. 

The point that must be borne in mind is that generally we have to 
go on the basis of average over past years as to when these individual 
crops will go into loan. 

If a crop repor’ comes out, as it did last year, indicating an increase 
in the cotton crop over and above previous estimates, and the price 
of cotton drops and farmers become frightened at the price prospects 
and place more of their crops under loan than they ordinarily would, 
then the timing is all thrown off. In other words, our borrowing au- 
thority can go into use much earlier in the crop season than you would 
normally expect. 

Another point is this: In years when a large proportion of the crop 
goes under price support, then it tends to go under earlier than in years 
when a smaller proportion goes under price support. In other words, 
when the price outlook is such that there is no question in farmers’ 
minds as to whether they should wait and see, they go right ahead 
and put it under loan early. 

Mr. Murer. These estimates which you have furnished to us, 
which form the basis for your request for this additional borrowing 
power, are they based on the current price-support program? 

Mr. Bracu. They are based entirely, sir, on the price support 
programs that have already been announced, for 1954 crops. They 
are based entirely on the price-support levels that have been announced 
in accordance with the law on basics for 1954 crops. 

Mr. Me rer. In accordance with existing law? 

Mr. Beacu. Yes, sir. 

Mr. Mutter. Not in accordance with the act which has not yet 
been passed? 

Mr. Beacu. No, sir, because this only covers 1954 crops. 
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Mr. Mutrer. Has this bill been cleared with the Budget Bureau? 

Mr. Beacn. It has been discussed with them. 

Mr. Mutrer. Have they indicated whether this is in accord with 
the President’s program? 

Mr. Beacu. The President approved the request as it was sub- 
mitted to the Congress. 

Mr. Mutter. I would like to have some explanation of this one 
further thing. You have indicated that you need this additional 
money because originally you had in use $6,100 million, and you 
estimate that as of June 30, 1954, you will have in use, $6,400 million. 

Now, can’t you give us the exact figure as of June 30, as to how 
much money was in the program? 

Mr. Morse. No, sir; there is a lag in accounting involved. 

Mr. Mutter. Is it safe to say it will not go over $6.4 billion? 

Mr. Beacu. We believed that our actual figure as of June 30, 1954, 
would be approximately $6.4 billion. The difficulty is not in deter- 
mining the actual borrowings, but in assembling the information as 
to loans held by lending agencies, which covers about 10,000 banks, 
and it takes a little time to do it. 

Mr. Mutrer. You have indicated that you have used $846 million 
more than you have estimated you needed. Yet, you ask for an ad- 
ditional borrowing power of 1}, billion. 

Mr. Beacu. The $846 million is only the additional amount that 
we have invested on June 30, 1954, over and above what we thought 
we were going to have invested on that date, when we were up here 
last winter. 

The biggest part of the increase requested is for the increased volume 
of 1954 crop price support operations that will take place after June 30, 
1954. 

As Mr. Morse’s statement indicated, the corporation is starting off, 
on the 1954 crop operations, with $846 million less than it thought 
it was going to have, and in addition it is going to have to have an 
additional amount of money to take care of 1954 crop operations 
over and above what was anticipated. 

Mr. Murer. But that $846 million is in your total of $6.4 billion. 

Mr. Bracu. Yes, sir. 

Mr. Mutter. So if the $846 million is in your total of $6.4 billion, 
leaving you $2.1 billion, and you estimate you will need another 
$900 million, I can’t see any justification for asking for an additional 
$1% billion. You are still within the $8.5 billion. 

Mr. Morse. There are some 7 different items that are set out, 
beginning on page 2 of my statement, that indicate types of develop- 
ments that have guided us, and that have come in since this increase 
in borrowing power was obtained earlier in the year. It has been a 
combination of these considerations that have prompted us to come 
forward with this additional request. 

Mr. Beacu. In further explanation of those figures, sir, the state- 
ment indicated, as Mr. Morse stated earlier, that the peak use of 
borrowing authority, going on the basis of yields as shown in the 
crop report, would be about $8.4 billion. That leaves no margin 
whatsoever for any error of any kind. 

The other point that he made is that if, first, those yields as shown 
in the crop report are less than what actually show up, in other 
words if we have record yields on some of these other crops—cotton 


| 


30 INCREASE BORROWING POWER OF CCC 


is not even yet predicted for example—and, second, if we have a 
smaller amount of repayments and sales of commodities than we 
anticipate, and also, third, if a larger percentage of the crop goes 
under price support than we anticipate, as happened last year, then 
we will probably need a considerably larger amount of borrowing 
power than $8.4 billion. 

So nothing in the unfavorable side of the picture is estimated 
except that which has already happened to some degree at some 
time in the past. 

In other words, we are operating within a margin of 2 estimates, 
say, between 8.4 billion as our minimum estimate, and roughly 9.8 
billion as our top estimate. That is the reason for the request for a 
larger amount of money than you indicated. 

Mr. Mutter. Except as to your change of personnel and possibly 
internal controls, has there been any change in the overall adminis- 
tration of the program as it is being operated now, and as it was 
operated before? 

Mr. Morsr. There have been many administrative changes, but 
the general framework is set, of course, by law. 

Mr. Mutrer. Yes, sir. 

Mr. Morse. There is nothing that I would know of that has come 
into the picture that would increase borrowing power operations. 

Mr. Mutter. Your methods of estimating are the same. 

Mr. Morse. Yes, sir. 

Mr. Mutrer. Your methods of computing what is coming in and 
what is going out are the same. 

Mr. Morse. Yes, sir. 

Mr. Mutter. And the method of making loans is the same? You 
are using the same banking facilities, and the like? 

Mr. Morse. They are fundamentally the same, yes, sir. 

Mr. Mutter. Thank you, Mr. Chairman. 

The Cusrrman. Are there further questions? 

If not, Mr. Morse, we are very appreciative of your testimony. 

Without objection, we will stand in recess and go into executive 
session on the bill tomorrow morning. 

Mr. Morse. Thank you, Mr. Chairman, it has been a pleasure to 
have been before your committee again. 

(Whereupon, at 12:27 p. m., the committee adjourned to reconvene 
in executive session the following day, July 16, 1954.) 
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